
0MB APPROVAL
0MB Number 3235-0123

Expires April30 2013

Estimated average burden

hours per response 12.00

SEc FILE NUMBE9

REPORT FOR THE PERIOD BEGINNING /1/1

MM/DDIYY

AND ENDING 12/31/10
MM/DD/YY

REGISTRANT IDENTiFICATION

NAME OF BROKER-DEALER Lucien Stirling Gray Financial
Co1lUFFltftdJSE

ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS Do not use P.O Box No HAM l.D NO

4005 Guadalupe Street

No and Street

Asitin TX 78751
City State Zip Code

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
W1fr W1si III Exec V.P. Operations 512/4583303

Area Code Telephone Number

ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

ABBMGroup Ltd LLP

Name indi-vidual state last first middle name

19 Br.y Hollow Ln 263 Houston TX 77027

Address City State Zip Code

CHECK ONE

Certified Public Accountant

Public Accountant

Accountant not resident in United States or any of its possessions

FOR OFFICIAL USE ONLY

Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant

must be supported by statement offacts and circumstances relied on as the basis for the exemption See Section 240.1 7a-5e

SEC 1410 06-02

Potential persons who are to respond to the collection of
information contained in this form are not required to respond
unless the form displays currentlyvalid 0MB control number

Pu
SECURI

11020730

ORM X-17A-5

FAcING PAGE

Informatioiriquired of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder



OATH OR AFFIRMATION

1-py cnn TT swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Luen Stirling Gray Financial Corporation as
of em 20 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

to

RA HARD KRISA1J
MY COMMISSION EXPIRES

Febwaty23 2013

Notary Public

Signature
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Statement of Financial Condition

LX Statement of Income Loss
LX Statement of Changes in Financial Condition

LX Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital
IA Statement of Changes in Liabilities Subordinated to Claims of Creditors

L5 Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

/A Information Relating to the Possession or Control Requirements Under Rule 115c3-3

E3 Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

N/A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

LX An Oath or Affirmation

/A copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

Independent Auditors Report on Internal Accounting Controls
For conditions of confidential treatment of certain portions of this filing see section 240J 7a-5e
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INDEPENDENT AUDITORS REPORT

Board of Directors

Lucien Stirling Gray Financial Corporation

We have audited the accompanying statement of financial condition of Lucien Stirling Gray Financial

Corporation as of December 31 2010 and the related statements of income stockholders equity and

cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange

Act of 1934 These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes consideration

of internal control over financial reporting as basis for designing audit procedures that are appropriate in

the circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys
internal control over financial reporting Accordingly we express no such opinion An audit also

includes examining on test basis evidence supporting the amounts and disclosures in the financial

statements assessing the accounting principles used and significant estimates made by management as

well as evaluating the overall financial statement presentation We believe that our audit provides

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Lucien Stirling Gray Financial Corporation as of December 31 2010 and the

results of its operations and its cash flows for the year then ended in conformity with accounting

principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in Schedule is presented for purposes of additional analysis and is

not required part of the basic financial statements but is supplementary information required by rule

7a-5 under the Securities Exchange Act of 1934 Such information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and in our opinion is fairly stated in all

material respects in relation to the basis financial statements taken as whole

4M
ABBM Group Ltd

Houston Texas

February 24 2011

International Associate

UK 200 GROUP
Affiliated Offices in Principal Cities Around The World



UCIEN STIRLING GRAY FINANCIAL CORPORATION

Statement of Financial Condition

December 31 2010

ASSETS

Cash and money market accounts $41657

Commissions receivable 15

Refundable Federal income tax 2467
Other prepaid expenses 488

Property and equipment net of accumulated depreciation of $27403

Total assets $44627

LIABILITIES AND STOCKHOLDERS EQUITY
Liabilities

Accounts payable and accrued expenses $1766

Accounts payable shareholders

Total liabilities 1766

Stockholders equity

Common stock no par value 100000 shares authorized

15000 shares issued and outstanding 15000

Retained earnings deficit 28183

43183

Less Treasury stock at cost 5000 shares 322
Total stockholdersT equity 42861
Total liabilities and stockholdersT equity 44627

The accompanying notes are an integral part of these statements



UCIEN STIRLING GRAY FINANCIAL CORPORATION
Notes to Financial Statements

December 31 2010

Note Organization and summary of significant accounting policies

Following is summary of our organization and significant accounting policies

Organization and nature of business Lucien Stirling Gray Financial Corporation identified

in these footnotes as we or the Company is Texas corporation incorporated on May 27 1992

We are based in Austin Texas We use December 31 as fiscal year for fmancial reporting

purposes

We are broker-dealer registered with the SEC and are member of FINRA and the Securities

Investors Protection Corporation SIPC We sell several financial products including mutual

funds annuities and life and health insurance products to public customers in retail transactions

Mutual funds predominate in importance among the products offered Our principal market area is

the Central Texas region We do not maintain customer accounts and do not handle securities

Under Regulation 240.1 5c3-3k2ii the firm is exempt from regulation 5c3-3 because the firm

meets all of the exemption requirements listed under 5c3-3k2ii

Basis of presentation The accounting and reporting policies of the Company conform to U.S

generally accepted accounting principles applicable to broker-dealers using the accrual basis of

accounting

Use of estimates The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amount of revenues and expenses during the

reporting period Actual results could differ from those estimates

Cash and cash equivalents For
purposes of the statement of cash flows we consider all cash in

banks money market funds and certificates of deposit with maturity of less than three months to

be cash equivalents

Fair value of financial instruments and derivative financial instruments The carrying amounts

of cash receivables and current liabilities approximate fair value because of the short maturity of

these items These fair value estimates are subjective in nature and involve uncertainties and

matters of significant judgment and therefore cannot be determined with precision Changes in

assumptions could significantly affect these estimates We do not hold or issue financial

instruments for trading purposes nor do we utilize derivative instruments in the management of our

foreign exchange commodity price or interest rate market risks

Accounts receivable accounts receivable are evaluated by management periodically for

collectibility and an allowance for doubtful accounts is provided based on prior experience and

managements evaluation At December 31 2010 no allowance was deemed necessary

Property and equipment Property and equipment are stated at cost less accumulated

depreciation computed principally using accelerated methods over the estimated useful lives of the

assets Repairs are charged to expense as incurred Impairment of long-lived assets is recognized



UCIEN STIRLING GRAY FINANCIAL CORPORATION
Notes to Financial Statements

December 31 2010

when the fair value of long-lived asset is less than its carrying value At the end of the current

year no impairment of long-lived assets had occurred in managements opinion

Income recognition Customers securities and insurance transactions are recorded on trade

date basis with related commission income and expenses We also receive trailing service fees

which are recognized when received likewise commissions paid to our agents against such trailing

service fees are recognized when paid

Federal income taxes We are corporation under the Internal Revenue Code Deferred

income taxes are reported for timing differences between items of income or expense reported in

the financial statements and those reported for income tax purposes in accordance with applicable

FASB Topics regarding Accounting for Income Taxes which require the use of the asset/liability

method of accounting for income taxes Deferred income taxes and tax benefits are recognized for

the future tax consequences attributable to differences between the financial statement carrying

amounts of existing assets and liabilities and their respective tax bases and for tax loss and credit

carryforwards Deferred tax assets and liabilities are measured using enacted tax rates expected to

apply to taxable income in the years in which those temporary differences are expected to be

recovered or settled The Company provides deferred taxes for the estimated future tax effects

attributable to temporary differences and carryforwards when realization is more likely than not

Note Uncertainty in financial markets

During the year ended December 31 2008 worldwide financial markets experienced severe turmoil Many
stock markets suffered significant declines in values unemployment increased in many places and reported

corporate profits declined In addition many stock prices on stock exchanges around the world declined

dramatically As result of this financial upheaval which was widely chronicled governments around the

world took extreme measures in an attempt to stabilize markets At this time it is unclear whether the

measures will be successful or how long the financial downturn will continue While we are optimistic

that conditions will improve in the near term there can be no assurance that will occur We have not

determined the effect if any the financial turmoil will have on our business

Note Related party transactions

We are affiliated with Lucien Stirling Gray Advisory Group Inc Advisory Group through common

ownership For the year ended December 31 2010 we paid to Advisory Group Inc $53000 which

represented significant portion of our general and administration expenses and included the salaries of

our officers

Note Receivable from and payable to broker-dealer and clearing organizations

Receivables from broker-dealer and clearing organizations include the following

Receivable from clearing organizations

Fees and commissions receivable

Total $15

Payables to broker-dealer and clearing organizations include the following

Payable to clearing organizations

Fees and commissions payable 1766
Total $1766



UCIEN STIRLING GRAY FINANCIAL CORPORATION
Notes to Financial Statements

December 31 2010

At December 31 2010 and during the year then ended we had no subordinated liabilities

Note Federal income tax

We follow applicable FASB Topics regarding Accounting for Income Taxes Deferred income taxes reflect

the net effect of temporary difference between carrying amounts of assets and liabilities for financial

purposes and the amounts used for income tax reporting purposes and net operating loss

carryforwards

We have elected under Internal Revenue Code provisions applicable to brother-sister affiliated corporations

to apply the highest income tax rate applicable to the combined group for the taxable period For year

2010 the expected rate is 15%

The provision for Federal income tax consists of the following

Year Ended

December 31
2010

Federal income tax attributable to

Current operations $804

Net operating loss carryover 272
Net provision for Federal income tax $532

At December 31 2010 there were no deferred tax items

Note Leases

In May 1998 we entered into new five-year contract to continue leasing office space in the same building

we had occupied for approximately six years and also to lease additional space in the same building The

lease is classified as an operating lease The lease was assumed by Advisory Group upon its renewal in

2003 and we are not currently direct party to the lease Our share of the rent is included in the amount

paid to Advisory Group as described in Note above and is not separately stated

Note Fidelity bond

We carry $25000 fidelity bond as required by FINRA

Note Net capital requirements

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 5c3- which requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital

both as defined shall not exceed 15 to At December 31 2010 the Company had net capital of $39602

which was $34602 in excess of its required net capital of $5000 The Companys net capital ratio was

to

Note Subsequent events

In accordance with FASB pronouncements regarding subsequent events we have evaluated subsequent

events through February 24 2011 the date these financial statements are available to be issued We
believe there are no subsequent events required to be disclosed pursuant to this pronouncement



UCIEN STIRLING GRA FINANCIAL CORPORA TION
Notes to Financial Statements

December 31 2010

Note 10 New accounting pronouncements

Recent accounting pronouncements which are not yet effective are not currently expected to have material

effect on our financial Statements


